VOLUME 5, NO. 2 | 


SEPTEMBER 3, 1974 


OC 


A WEEKLY COMPILATION OF RELEASES FROM THE SECURITIES AND EXCHANGE COMMISSION 





RELEASES IN THIS ISSUE 





Securities Act - 5523 
Securities Exchange Act - 10975-81 
Public Utility Holding Company Act - 18534-41 
Investment Company Act - 8466-69 
Investment Advisers Act - 426 
Litigation - 6482-90 





SIGNIFICANT ITEMS 





This listing does not affect the legal status of any 
document published in this issue. 


Announcements 
34-10977 Notice of Public Investigatory Hear- 
ing on Stock Exchange Commission 
Rate Proposals 
Public hearing to convene at 
10:00 A.M., September 24, 
1974 at S.E.C. headquarters. 
34-10980 National Stock Exchange Plan on 
Floor Trading 
Proposed plan declared effective 
as of August 23, 1974. 
34-10981 Option Trading Plans 
Letters to AMEX and CBOE. 


Enforcement 
33-5523 Jo M. Ferguson 
Order instituting proceedings 
and imposing sanction pursuant 
to Rule 2(e) of the Commis- 
sion’s Rules of Practice. 
U.S. v. Robin G. Baron, et al. 

Twenty-four count indictment 
filed against defendants in above- 

a captioned matter. 














| SECURITIES ACT 





SECURITIES ACT OF 1933 
y Release No. 5523/August 21, 1974 


Admin. Proc. File No. 3-4528 
in the Matter of 


JO M. FERGUSON 
127 Gibson Road 
Louisville, Kentucky 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
SANCTION PURSUANT TO RULE 2(e) OF THE COM- 
MISSION’S RULES OF PRACTICE 


Jo M. Ferguson, an attorney, has submitted an offer of 
settlement in connection with proceedings proposed to be 
instituted pursuant to Rule 2(e) of the Commission's 
Rules of Practice. 1/ Solely for the purpose of these pro- 
ceedings, respondent consents to their institution and to 
the findings made herein, without admitting or denying 
those findings, and to the sanction imposed by this order. 


Accordingly, IT |S ORDERED that proceedings pursuant 
to Rule 2(e) of the Commission’s Rules of Practice be, and 
they hereby are, instituted against respondent. 


On the basis of the offer of settlement, it is found that 
respondent was bond counsel and that in addition he assumed 
principal legal responsibility for reviewing a prospectus (or 
“official statement’’) used in the offer and sale through the 
mails of $4,425,000 in City of Covington Health Case Pro- 
ject revenue bonds, issued in 1972 to finance the construc- 
tion of a nursing home in Covington, Kentucky. It is further 
found that while acting in this capacity, respondent willfully 
aided and abetted violations of Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Securities Exchange Act 
and Rule 10b-5 thereunder in that: 


1. The prospectus failed to disclose that: 


a. Senex Corporation, developer of the project, had entered 
into a contract with a local contractor to construct the 
nursing home for a contract price which was $650,000 less 
than the price for which it had negotiated and agreed with 
city officials to construct the facility; 


b. The purpertedly independent consultant who passed 
on the need for and feasibility of the project had an agree- 
ment to share 50 percent of the developer’s profits; 


c. Two feasibility consultants, one of which had been speci- 
fically hired to render an opinion about the project, had 
rendered reports bearing unfavorably on the need for such 

a project; 
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d. The project’s financial adviser, which received a fee of 
$135,000, was owned and controlled by the developer; 


e. An independent securities dealer could not be found to 
underwrite the bonds; and 


f. The financial adviser caused itself to be appointed under- 
writer for the issue. 


2. Because of his review of the prospectus, his pre-existing 
relationship with the developer on other offerings of muni- 
cipal bonds, and other factors which had come to his atten- 
tion, respondent should have known, if he did not know, 
that the prospectus omitted material facts. 2/ 


In determining to accept the offer of settlement, the Com- 
mission considered various mitigative factors, including the 
voluntary adoption by respondent and his firm of a number 
of corrective changes in the firm's procedures relative to 
municipal bonds, 3/ and the fact that neither Ferguson nor 
his firm has been a respondent in prior Rule 2(e) proceed- 
ings or a defendant in an injunctive action brought by the 
Commission. 


Accordingly, 1T 1S ORDERED that Jo M. Ferguson be, and 
he hereby is, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 2(e) provides, in pertinent part, that: ‘““The Com- 
mission may deny, temporarily or permanently, the priv- 
ilege of appearing or practicing before it in any way to any 
person who is found by the Commission after notice of and 
opportunity for hearing in the matter (i) not to possess the 
requisite qualifications to represent others, or (ii) to be 
lacking in character or integrity or to have engaged in un- 
ethical or improper professional conduct, or (iii) to have 
willfully violated, or willfully aided and abetted the viola- 
tion of any provision of the federal security laws...or the 
rules and regulations thereunder.” 


2/ The prospectus is alleged in SEC v. Senex et al., Civil 
Action No. 74-53 (E.D. Ky. 1974) to be part of a deceptive 
scheme engaged in by Senex and others. 


3/ Among these changes are the following procedures: 

(1) Every two weeks, members of the firm meet and dis- 
cuss all of their active cases. Affirmative approva! of each 
partner is required before the issuance of any legal opinion. 
(2) The firm will undertake an appropriate investigation in 
connection with acting as bond counsel including, among 
other things, obtaining independently-audited financial 
statements and inquiring into the background of the various 
Parties connected with the offering. Written evidence of 
such investigations and the results thereof will be reviewed 
by the partners of the firm. (3) An appropriate ““engage- 
ment letter” will be sent to all interested parties, emphasiz- 
ing that the firm’s duty is to the issuer and the bondhold- 
ers. It will define the scope of the firm’s work as bond 
counsel and require submission to it of certain pertinent 
information. (4) The firm will require that it receive inde- 
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pendently-audited financial statements, representations 











from appropriate interested persons concerning the ac- ; 
curacy and completeness of the statements about them : 
in any offering circulars, and a statement from counsel ‘ 
for any lessee or guarantor that such counsel has reviewed , 
the offering circular and is aware of no inaccuracies there- \ 
in. (5) Partners and associates of the firm will attend, at , 
least annually, municipal bond workshops and seminars. t 
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SECURITIES EXCHANGE ACT OF 1934 f 
Release No. 10975/August 19, 1974 t 
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The Securities and Exchange Commission has ordered 0 
the institution of public administrative proceedings c 
against N. R. Maison & Co., Inc. of New York, New York; b 
Neal R. Maison of Brooklyn, New York; N. R. Maison & E 
Co., Inc.’s president and sole stockholder; and Leo Glass- ir 
man of New York, New York, a former registered repre- is 
sentative at N. R. Maison & Co., Inc. The proceedings ir 
are based on allegations by the staff that N. R. Maison & sl 
Co., Inc. and Neal R. Maison violated and aided and | a 
abetted violations of the registration, anti-fraud andexten- | q 
sion of credit provisions of the federal securities laws in ti 
connection with the public offering of the common stock fc 
of Abatronix, Inc. The firm and Maison are also charged 
with violations of the bookkeeping and supplementary \ 
reporting provisions of the Securities Exchange Act of 
1934. It is further alleged that the respondents were per- 
manently enjoined by the United States District Court 
for the Southern District of New York in March of 1973 
from further violations of the aforementioned statutes | gs 


and rules. The injunctions were entered upon the consents R 
of the respondents who neither admitted nor denied \ 
the allegations contained in the Commission’s Complaint. 








N 
} : 
A hearing will be scheduled by further order to take s 
evidence on the staff charges and afford the respondents } , 
an opportunity to offer any defenses thereto, for the 
purpose of determining whether the allegations are true 
and, if so, whether any action of a remedial nature is T 
necessary or appropriate in the public interest. tr 
ge 
For further information, see Litigation Release Nos. 6237 S 
and 6333. . 
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The Securities and Exchange Commission today announ- 
ced pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 

of over-the-counter trading in the securities of World Ecol- 
ogy Resources, Inc. (“‘World’’), a Nevada corporation 
located in Corona, California, for the ten-day period com- 
mencing at 11:30 a.m. (EDT) on August 20, 1974 and 
terminating at midnight (EDT) on August 29, 1974. 


The Commission initiated the suspension because questions 
have been raised concerning the accuracy and adequacy of 
the company’s financial statements particularly with 

respect to the value of the company’s assets. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D.C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 

and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need 

for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10977/August 20, 1974 


NOTICE OF PUBLIC INVESTIGATORY HEARING ON 
STOCK EXCHANGE COMMISSION RATE PROPOSALS 


File No. 4-174 


The Securities and Exchange Commission announced 

that it has issued an order for the institution of an investi- 
gation and a public investigatory hearing, pursuant to 
Section 21(a) of the Securities Exchange Act of 1934, 

to consider whether any changes should be made in the 
tules, policies, practices, and procedures of one or more 
registered national securities exchanges concerning com- 
mission rate schedules. 


Inan August 7, 1974 letter to Chairman Garrett, the New 
York Stock Exchange (“NYSE”) stated that on August 5, 
1974 its Board of Directors authorized submission to the 
Securities and Exchange Commission of a request for a 





commission rate increase of up to 10% on orders valued 
between $2,000 and $300,000. The effect of inflation 

on member firm costs and profits and the continuing un- 
profitability of many of these firms were cited as the cause 
behind the request. In a letter dated August 15, 1974, 

the NYSE stated that the amount of the rate increase 
requested would be 6 to 8%, the exact amount to be an- 
nounced when compilation of economic data has been 
completed. The NYSE plans to have the economic data 
and the report in support of the increase completed dur- 
ing the first week in September. That report will be avail- 
able to all interested persons in the Public Reference 
Section, Room 6101, 1100 L Street, N.W., Washington, 
D.C. 20005 and at each of the Commission’s regional 
offices. Persons who wish to obtain a copy of that report 
may do so by writing to Dr. William C. Freund, Vice 
President and Chief Economist, New York Stock Exchange, 
iInc., Eleven Wall Street, New York, New York 10005. 


The Commission announced that the public investigatory 
hearing on stock exchange commission rate proposals 

will convene at 10 a.m. Tuesday, September 24, 1974 at 
the Commission’s headquarters, 500 North Capitol Street, 
N.W., Washington, D.C., to receive testimony and other 
relevant data on the foregoing NYSE commission rate 
proposal. The Commission has requested representatives 
of the NYSE to appear at that time to present testimony 
and relevant data and invites all other interested persons 
to submit their views. Persons who wish to appear and 
present factual material at the hearing are invited to notify 
the hearing officer (William E. Toomey, Room 788, 
Securities and Exchange Commission, 500 North Capitol 
Street, N.W., Washington, D.C. 20549, (202) 755-1240) 
of that desire as soon as possible and not later than 
September 24, 1974. 


Witnesses will be expected to file with the hearing officer 
25 copies of their prepared statements 48 hours prior to 
their appearance and are invited to make available addi- 
tional copies at the time of their appearance for the bene- 
fit of the press and other interested persons. 


Persons wishing to transmit written submissions for inclu- 
sion in the record in lieu of personally appearing should 
file 25 copies thereof to facilitate examination of the 
record by all interested persons. Such material should be 
submitted not later than October 4, 1974. All other 
communications should be filed in triplicate. All com- 
munications should refer to File No. 4-174, and will be 
available for public inspection in the Commission’s 
Public Reference Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10978/August 21, 1974 
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The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (1934 Act) against Fidelity Plan, 
Inc. (‘Registrant’), a registered broker and dealer, its 


president Daniel G. Gunter (““Gunter’’) and its vice-president 


Claude L. Downs (“Downs”), all of East Point, Georgia. 


The proceedings are based upon allegations of the Commis- 


sion’s staff that during the period May 7, 1969 to Septem- 
ber 28, 1973 respondents violated the anti-fraud provi- 
sions of the Securities Act of 1933 and the 1934 Act in 
offering, selling, purchasing and effecting transactions in 
various church bonds. Respondents are also charged with 
aiding and abetting Institutional Finance Corporation, an 
affiliate, in transacting business as an unregistered broker 
and dealer and in extending and maintaining credit to or 
for customers on securities in violation of Sections 7(c) 
and 11(d) of the 1934 Act and Regulation T promul- 
gated thereunder. 


Registrant, aided and abetted by Gunter and Downs, is 
also charged in the Order with violations of the 1934 Act 
and Rules relating to confirmations, bookkeeping and 
maintaining a special reserve bank account for the exclu- 
sive benefit of customers. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defense thereto and for 
the purpose of determining whether the allegations are 
true and, if so, whether any action of a remedial nature 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10979/August 21, 1974 


The Securities and Exchange Commission has issued an 
order granting the application of the Midwest Stock Ex- 
change Inc. for unlisted trading privileges in the common 
stock of the following companies: 


Hesston Corporation; 


United Gas Pipe Line Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10980/August 23, 1974 


NATIONAL STOCK EXCHANGE PLAN ON FLOOR 
TRADING UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


On April 23, 1974, in Securities Exchange Act Release 

No. 10735, the Securities and Exchange Commission an- 
nounced that it had under consideration a proposed plan 
of the National Stock Exchange (“NSE”), filed pursuant 
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to Securities Exchange Act Rules 17a-8, 11a-1 and 19b-2, 
for the regulation of floor trading on the NSE, even though 
the NSE, together with a number of regional stock ex- 
changes, have been exempted from the requirements of 
Rule 11a-1. The NSE filed its plan with the Commission 
so that transactions effected by its members in accord- 
ance with the plan may be classified as ‘‘public securities 
business’ for purposes of Securities Exchange Act Rule 
19b-2 


In adopting Rule 19b-2, it was the Commission’s intention 
that paragraph (a)(6) of that rule incorporate the standards 
imposed by Rule 11a-1(b)(7) under the Securities Ex- 
change Act for qualification of an acceptable floor trad- 
ing plan. The plan must therefore be declared effective 

by the Commission, having due regard for the mainten- 
ance of fair and orderly markets, the public interest and 
the protection of investors. The background of Rule 
11a-1 and the harmful aspects of floor trading which are 
intended to be eliminated by the provisions of an accept- 
able plan are discussed in Securities Exchange Act Release 
No. 7290 (April 9, 1964) and 7330 (June 2, 1964). 


The plan filed by the NSE, which is discussed in detail in 
Release No. 10735, consists of essentially the following 
provisions. 


1. A minimum net capital requirement of $25,000 for 
registered traders (the minimum permitted by Rule 15c3-1 
under the Act). 


2. A flexible standard for suspension of registered traders 
where the provisions of the plan have been violated. 


3. Arule providing that in establishing or increasing a 
position on the floor for an account in which he has an 
interest, a registered trader must yield priority, parity 
and precedence to an off-floor order. 


4. Arule providing that in liquidating a position on the 
floor for an account in which he has an interest, a regis- 
tered trader must yield precedence based on size to an 
off-floor order. 


5. An interpretation prohibiting more than three regis- 
tered traders from being present in the trading crowd for 
one stock at the same time when liquidating, as well as 
establishing or increasing, a position. 


6. An interpretation classifying as ‘‘on-floor” orders 
transactions for a member firm which result from an 
order entered off the floor following a conversation rela- 
ting thereto with, or the unsolicited submission of a quo- 
tation in a stock and the size of the market by, an em- 
ployee, a partner or a stockholder of such member firm 
on the floor. 


The Commission, acting pursuant to the Securities Ex- 
change Act, particularly Sections 11(a), 19(b) and 23(a) 
thereof and Rules 11a-1 and 19b-2 thereunder, having due 
regard for the maintenance of fair and orderly markets, 
the public interest and the protection of investors, and 
finding that the floor trading plan of the NSE filed with 
the Commission on February 20, 1974 is designed to 
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eliminate floor trading activities not beneficial to the market, the Commission expects to declare the Amex option plan 


hereby declares such plan effective as of August 23, 1974. effective when (1) the Exchange has submitted the specific 
If at any time it appears to the Commission to be neces- rules for the common clearing corporation, including rules 
sary Or appropriate in the public interest, or for the protec- affording reasonable conditions for access by exchanges 
tion of investors, or for the maintenance of fair and order- and their members, written confirmation of the bases con- 
ly markets whether because the plan has not eliminated veyed to us orally for the selection of the single entity al- 
the harmful effects of floor trading or for other reasons, ternative, and an appropriate Securities Act of 1933 regis- 
the Commission may suspend or terminate the effective- tration statement covering the options to be issued by the 
ness of the plan upon sixty days written notice to the new clearing organization; (2) the question of trading in 
NSE. away-from-the-money options has been resolved; and (3) 
the Commission has completed its review of certain other 
» | _ _By the Commission. aspects of the Exchange’s option plan which have been 
ds discussed with your staff. 
George A. Fitzsimmons In your letter of July 23, 1974, you indicaied, with regard 
Secretary to your proposal respecting the dissemination of option 


quotations, that your intention to make these quotations 
available to certain non-members does not constitute a 
waiver of the Exchange’s “proprietary interest’ therein 
nor has the Exchange altered its position with respect 


to stock quotations. In that connection, while at this time 





‘. SECURITIES EXCHANGE ACT OF 1934 the Commission is not objecting to your present proposal 
Release No. 10981/August 22, 1974 for dissemination of option quotations, this action should 
not be considered a Commission determination (1) that it 

The Commission, following its review of letters received concurs in the Exchange's position with respect to the 


from the American Stock Exchange, the Chicago Board Op- availability of quotations for stocks or (2) that the pro- 
tions Exchange and the PBW Stock Exchange 1/ respecting posed restrictions on dissemination of Amex option quo- 


progress made by these exchanges in addressing issues re- tations to non-members should be applicable if and when 
lating to multiple exchange option trading and various the Exchange's options program emerges from its initial 
4 regulatory problems raised during the past few months pilot stage. 
by the Commission’s staff, sent the following letters to : , 
the American Stock Exchange and the Chicago Board We are, of course, available for further discussion of any of 
. i Options Exchange: the pending issues. | have also enclosed, for your informa- 


tion, a copy of our letter today to the Chicago Board Op- 
August 22, 1974 tions Exchange concerning its option plan. 


Chairman Paul Kolton Sincerely, 

American Stock Exchange, Inc. 

86 Trinity Place Martin Moskowitz 
‘ New York, New York 10006 Assistant Director 


Dear Mr. Kolton: 


This is an initial response to your letter of July 23, 1974 August 22, 1974 
} describing the steps the Exchange has taken so far to ad- 
dress certain problems we raised in our letter to you of Mr. Joseph Sullivan, President 
) April 25, 1974 resvecting the pending proposal of the Amer- Chicago Board Options Exchange, Inc. 

ican Stock Exchange for trading options. LaSalle at Jackson 


} Chicago, IIlinois 60604 
The Commission has reviewed the various preliminary 


materials submitted by the Exchange in response to the Dear Mr. Sullivan: 

| issues we have raised concerning multiple exchange option 
trading. It appears that very substantial progress has been This is in response to your letters dated July 18 and 31, 
made concerning the development of a program for com- 1974 describing the steps the Exchange has taken so far 
mon clearing, dissemination of last-sale data, standardized to address certain problems we raised in our letter of 
option terms, and the availability of options quotations. April 25, 1974, submitting proposed amendments to its 
Certain other matters relating to your Exchange’s proposed Rule 13.3, and requesting permission to expand the 
option plan, including its proposals for addressing the number of CBOE memberships by 193 and the number of 
question of trading in away-from-the-money options, are underlying securities by eight. 
presently under review. 

eo} The Commission has reviewed the various preliminary 

In view of the substantial progress made in resolving the materials submitted by the Exchange in response to the 
above issues, | have been authorized by the Commission issues we had raised concerning multiple exchange option 

q to inform you that, subject to final Commission review, trading. It is our view that very substantial progress has 
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been made concerning the development of proposals for 
common clearing, dissemination of last sale data, stand- 


ardized option terms, and the availability of options quota- 


tions; and the Commission has accepted in principle the 
joint program on these subjects presented by the CBOE, 
the American Stock Exchange and the PBW Stock Ex- 
change. With respect to the proposal for a single options 
clearing entity, we anticipate prompt submission of 
specific rules for its operation, including rules affording 
reasonable conditions for access by exchanges and their 
members, written confirmation of the bases conveyed to 
us orally for the selection of the single entity alternative, 
and an appropriate Securities Act of 1933 registration 
statement covering the options to be issued by the new 
clearing organization. As you are aware, the Commission 
has already given its non-disapproval to the CBOE’s rule 
amendments relating to the market responsibilities of 

its members dealing on the floor, and we are continuing 
to work with the Exchange in analyzing its proposal for 
dealing with the issues concerning away-from-the-money 
options. 


On July 31, 1974, pursuant to Exchange Act Rule 9b-1, 
you submitted proposed amendments to CBOE Rule 
13.3. The amended rule would, among other things, 
require a capital charge on market-maker positions equal 
to the greater of: (1) 30% of the value of long positions 
in a class of option contracts, or (2) 130% of the market 
ralue of short positions minus 70% of the market value 
of long positions. In addition, the premium received from 
the writing of an option by the market maker, marked 

to the market on a daily basis, would be retained by the 
clearing member. We believe that this proposal responds 
to our concern about market-maker financial responsi- 
bility noted in our April 25 letter. In addition, the Com- 
mission considered these amendments on August 21, 1974 
and determined to not disapprove them. Further, because 
of the importance of maintaining the financial integrity 
of market makers and their clearing member firms, the 
Commission has determined to accelerate the effective- 
ness of these amendments. 


In view of the foregoing actions of the Exchange, | have 
been authorized to inform you that the Commission 

has determined not to object to CBOE’s issuance of an 
additional 193 new memberships at this time. The Com- 
mission assumes and expects that the multiple exchange 
option trading issues will be resolved promptly. In addi- 
tion, the Commission has determined that, as soon as 
appropriate rules are adopted concerning trading in away- 
from-the-money options, it will not object to CBOE’s 
proposal to add eight stocks to the 32 stocks underlying 
the options that are presently traded on the Exchange. 
As noted in our April 25 ietter, the Division of Corpora- 
tion Finance does not believe it appropriate at this time 
to waive the Form S-7 requirement with respect to the 
stock of UAL, Inc., in view of the issuer’s 1970 and 1971 
operating results. 


We are, of course, available for further discussion of any 
of the pending issues. | have also enclosed, for your 
information, a copy of our letter today to the American 
Stock Exchange concerning its option plan. 

Sincerely, 
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Martin Moskowitz 
Assistant Director 


1/ As previously announced, the Commission has recently 
requested public comment on a plan for option trading 
filed by the PBW Stock Exchange pursuant to Rule 9b-1. 
Securities Exchange Act Release No. 10950. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18534/August 16, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-5513) 


ORDER AUTHORIZING HOLDING COMPANY TO 
PURCHASE COMMON STOCK OF GAS TRANSMISSION 
COMPANY 


The Columbia Gas System, Inc. (“Columbia”), a registered 
holding company, has filed an application-declaration 

and an amendment thereto with this Commission pursuant 
to Sections 9, 10, and 12 of the Public Utility Holding 
Company Act of 1935 (“Act’’), and Rules 43, 45(b)(1) 
and 50(a)(3) promulgated thereunder regarding the 
following proposed transaction. 


Columbia proposes to acquire up to 40,000 shares of the 
common stock of Columbia Alaskan Gas Transmission 
Corporation (“Columbia Alaskan’’), a newly-organized 
Delaware corporation which has no other issued securi- 
ties or outstanding capital. Columbia Alaskan is authorized 
to issue 40,000 siiares of common stock, par value $25 
per share, for a total capitalization of $1,000,000. Upon 
consummation of the purchase, Columbia Alaskan will 
become a wholly-owned subsidiary of Columbia. The 
proceeds of the sale of its common stock to Columbia 
will be used by Columbia Alaskan to meet required ex- 
penditures incurred in its participation in projects for 
development of proven gas reserves in the Arctic regions 
of Alaska and Canada and for transportation thereof to 
markets in the United States. 


The proposed transaction is only one step in a much 
larger project which involves Columbia’s participation with 
other gas producers in an overall gas pipeline project 
(“‘Project’’). Specifically, Columbia’s participation in the 
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Project is designed to provide it and its service area with 
the benefit of transmission facilities for importation of an 
estimated six (6) trillion cubic feet of natural gas from 

the BP Oil Corporation’s (““BP’’) proven reserves in the 
Prudhoe Bay on the North Slope of Alaska. Columbia, 
through its wholly-owned subsidiary, Colun.2ia Gas Trans- 
mission Corporation (“Columbia Transmission’’), has 
obtained rights in such gas in an arrangement with BP 
heretofore approved by the Commission (see Holding 
Company Act Release No. 17213, dated August 2, 1971) 
which involved advance payments by Columbia Trans- 
mission to BP of up to $200 million. In addition to the 
aforementioned proven reserves in which Columbia Trans- 
mission has an interest, there is gas reserve potential esti- 
mated to range from 350 to 400 trillion cubic feet. In all, 
31 trillion cubic feet have been proven. The Project has 
been designed to transport gas supplies of such magnitude 
to the lower 48 states. 


Columbia’s participation in the overall Project can best 

be characterized into two projects. One is the Gas Arctic 
Project, in which Columbia’s interest will be represented 
by Columbia Transmission’s membership in the Gas 
Arctic/Northwest Project Study Group, a venture which 
includes 11 U.S. and 16 Canadian companies. The second 
is the Northern Border Project, in which Columbia’s inter- 
est will be represented by Columbia Alaskan’s member- 
ship in a general partnership (‘’Northern Border’) with 
five other gas utility and pipeline companies. Essentially, 
this breakdown of the Project into two parts reflects a 
breakdown of the proposed pipeline itself into two differ- 
ent geographical sections. 


The Gas Arctic pipeline, which has a designed capacity of 
4.5 billion cubic feet per day and is estimated to cost 
$5.7 billion, represents that part of the overall Project 
which will transcend Alaska and Canada, and accordingly 
will be comprised of two legs of the pipeline, the first of 
which contemplates transmission of gas by Alaskan Arctic 
Gas Pipeline Company from Prudhoe Bay, Alaska, to the 
Alaskan-Canadian border whereat the second leg will 
commence with the transmission of gas by Canadian 
Arctic Gas Pipeline Company, Limited, through Canada 
to two points near the Canadian-U.S. border, Caroline, 
Alberta and Monchy, Saskatchewan. 


It is at the Monchy point that the Northern Border Project 
commences. This part of the overall Project, which is to 
have a designed capacity of 3.5 billion cubic feet per day 
and is estimated to cost $1.8 billion, represents that part 
of the Project extending through the United States to a 
terminal near Delmont, Pennsylvania. The general partners 
of Northern Border, other than Columbia Alaskan, whose 
related companies are also members of the Gas Arctic 
Project, are or will be affiliates of subsidiaries of American 
Natural Gas Company, a registered holding company, 
Northern Natural Gas Company, Texas Eastern Trans- 
mission Corporation, Natural Gas Pipeline Company. of 
America, and Panhandle Eastern Pipeline Company. 


The General Partnership Agreement (“partnership Agree- 
ment”) provides, among other things, that Columbia 
Alaskan’s obligations thereunder are contingent upon 
Commission approval of the proposed financing contained 
herein and that Columbia Alaskan will contribute its 





share to the capital requirements of Northern Border, over 
a period of years, conditional upon receiving all necessary 
regulatory approvals. Any such future capital contributions 
will be the subject of further applications to this Commis- 
sion. Northern Border will be succeeded, pursuant to the 
terms of the Partnership Agreement, by Northern Border 
Pipeline Corporation, a Delaware corporation which will 
issue its 1,000 shares of capital stock to the partners in 
relation to each partner’s share of total capital investment 
in Northern Border. 


The fees, commissions, and expenses incurred or to be 
incurred in connection with the proposed transaction will 
total $4,800. It is stated that no State commission, and 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration, 

as amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18507), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, 2s amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
delcaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18535/August 16, 1974 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnston, Pennsylvania 15907 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5536) 


SEC DOCKET/43 


NOTICE OF FILING OF APPLICATION REGARDING 
PROPOSED LOAN AGREEMENT AND THE ISSUANCE 
OF A FIRST MORTGAGE BOND AND REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, and 
its electric utility subsidiary, Pennsylvania Electric Com- 
pany (‘‘Penelec’’), have filed an application-declaration 
with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (““Act’’), designating Sections 
6, 6(b), 7(a) and 12 of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. All 
interested persons are referred to the application-declara- 
tion, which is summarized below, for a complete statement 
of the proposed transaction. 


Penelec proposes to enter into a loan agreement with the 
Small Business Administration of the United States (the 
“SBA”) for the purpose of borrowing $840,000 for 
repairs and replacements to its property and equipment 
damaged by Hurricane Agnes in June 1972. As security 
for the loan, which was authorized by the SBA on June 29, 
1973 under the Disaster Relief Act of 1969, Penelec 
would issue to the SBA a first mortgage bond in the princi- 
pal amount of $837,500 (the ‘‘Bond”). The Bond would 
be issued under the Mortgage and Deed of Trust, dated as 
of January 1, 1942, between Penelec and Bankers Trust 
Company, Trustee, as heretofore supplemented and 
amended and to be further supplemented and amended by 
a Supplemental Indenture to be executed and delivered in 
connection therewith. The Bond would bear interest at 
the rate of 1% per annum on the unpaid principal balance, 
and Penelec would pay the principal and interest thereon 
in equal monthly installments of $7,345, commencing one 
month following consummation of the loan with the last 
such installment being payable ten years from the date of 
the loan. The Bond would be prepayable at any time 
without premium or penalty. As further security for the 
SBA loan, GPU proposes to enter into an agreement with 
the SBA unconditionally guaranteeing Penelec’s payment 
of principal and interest on the loan. 


Penelec requests an exception from the competitive bidding 
requirements of Rule 50 pursuant to paragraph (a)(5) 
thereof with respect to the proposed borrowing from the 
SBA by Penelec in view of the 1% annual interest rate to 

be charged by the SBA. 


The entire proceeds realized from the proposed borrowing 
will be used by Penelec to finance replacements and re- 
Pairs to its property and equipment or to reimburse Pene- 
lec’s treasury for expenditures therefrom for such purposes. 


The fees and expenses to be paid by Penelec in connection 
with the transaction, including legal fees, will be supplied 
by amendment. It is stated that the Pennsylvania Public 
Utility Commission has jurisdiction over Penelec’s pro- 
posed borrowing from the SBA and Penelec’s issuance of 
the Bond and that no other state commission and no fed- 
eral commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
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may, not later than September 9, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed 
or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18536/August 16, 1974 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 


(70-5461) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
UNSECURED BORROWINGS BY A SUBSIDIARY 
COMPANY 


New England Electric System (“NEES”), a registered hold- 
ing company, and its electric utility subsidiary companies, 
Granite State Electric Company (‘Granite’), Massachusetts 


Electric Company (“Mass Electric”), The Narragansett Elec- 


tric Company (‘Narragansett’) and New England Electric 
Power Company (“NEPCO”) have filed two post-effective 
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amendments to their application-declaration previously filed 


and amended with this Commission in this proceeding pur- 
suant to Sections 6(a), 7, 9(a), 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“‘Act’’) and Rules 
42, 43 and 50 promulgated thereunder regarding the 
following proposed transactions. 


By the first post-effective amendment filed in this pro- 
ceeding, Narragansett originally requested authority to in- 
crease its authorized unsecured indebtedness in excess of 
10% of its total capitalization. Applicants-declarants have 
now filed post-effective amendment No. 2 which states 
that since Narragansett issued and sold $25,000,000 of 

its Series K Bonds (pursuant to Order dated July 11, 1974, 
Holding Company Act Release No. 18492), it no longer 
needs to so exceed the 10% borrowing limit. Narragan- 
sett’s borrowing authority will therefore remain at the 
$17,000,000 previously authorized by this Commission. 


NEPCO requests authority to increase the amount of its 
borrowings heretofore authorized in this proceeding from 
$124,000,000 to $130,000,000 through March 31, 1975. 
NEPCO also proposes to include eleven additional banks to 
the list of banks from which it may borrow. 


Although no formal commitments have been made, NEPCO 
expects its proposed borrowings will be effected from the 
following list of banks. It is proposed that the amounts 
NEPCO may borrow from any particular bank may be 
increased or decreased, but at no time will the aggregate 
amount of short-term borrowings from all banks exceed 

the authorization for the company. 


Amounts 
Banks (000) 
The First National Bank of Boston, 

Boston, Massachusetts $ 30,000 
Worcester County National Bank, 

Worcester, Massachusetts 2,500 
Chase Manhattan Bank N.A., 

New York, New York 10,000 
Chemical Bank, New York, New York 7,500 
First National City Bank, 

New York, New York 10,000 
Irving Trust Company, 

New York, New York 10,000 
Manufacturers Hanover Trust Company, 

New York, New York 10,000 
Morgan Guaranty Trust Company of 

New York, New York, New York 10,000 
State Street Bank and Trust Company, 

Boston, Massachusetts 7,500 
National Shawmut Bank, 

Boston, Massachusetts 7,500 








Amounts 
Bank (000) 
New England Merchants National Bank, 
Boston; Massachusetts 5,000 
Continental Illinois National Bank & 
Trust Co., Chicago, Illinois 10,000 
First National Bank of Chicago, 
Chicago, Illinois 10,000 
Total $130,000 


NEPCO requests exception of the sale of its commercial 
paper notes from the competitive bidding requirement of 
Rule 50 pursuant to Section (a)(5) thereof. It is also re- 
quested that the certificate of notification under Rule 24 
regarding all of the proposed transactions be filed quarter- 
ly. 


NEPCO has obtained authorization from the New Hamp- 
shire Public Utilities Commission with respect to the notes 
proposed to be issued by NEPCO. It is stated that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed tran- 
sactions. 


Due notice of the filing of said application-declaration, as 
amended by the first post-effective amendment, has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18486) 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 

it is hereby found that the applicable standards of the 

Act and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as further 
amended by the two post-effective amendments, be granted 
and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said application- 
declaration, as further amended by the two post-effec- 
tive amendments, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certificates 
thereunder is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18537/August 16, 1974 


SEC DOCKET/45 








In the Matter of 


MIDDLE SOUTH UTILITIES. INC. 
280 Park Avenue 
New York, New York 10017 


SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
P.O. Box 1640 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P. O. Box 60340 
New Orleans, Louisiana 70160 


(70-5415) 


NOTICE OF PROPOSED POST EFFECTIVE AMEND- 
MENT REGARDING SALE-LEASEBACK OF TOW 
BOATS AND BARGES 


NOTICE IS HEREBY GIVEN that System Fuels, Inc., 
(“SF1"), a jointly owned non-utility subsidiary of Arkan- 
sas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company and New 
Orleans Public Service Inc., each an electric utility subsi- 
diary company of Middle South Utilities, Inc. (“MSU”), 
a registered holding company, have jointly filed a fifth 
post-effective amendment to their previously amended 
application-declaration filed in this proceeding pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 12(b) and 12(f) of the Act 
and Rule 45 promulgated thereunder as applicable to the 
following proposed transactions. All interested persons 
are referred to said post-effective amendment, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


SFI states it has contracted with three builders (‘“Builders’’) 
for the construction of three tow boats and sixteen barges 
(“Vessels’’) capable of transporting approximately 331,000 
barrels of fuel oil. As more fully described below, SFI 
proposes to sell and assign all of its right, title and interest 
in and to the Vessels and the contracts for their construc- 
tion (“Construction Contracts”) to, and concurrently, 
pursuant to an agreement (“Charter’’), charter such Ves- 
sels back from, a trustee, Mellon Bank, N.A., (“Owner 
Trustee’’), designated as such in an agreement (‘Trust 
Agreement’) among Birmingham Trust National Bank, 
United States Trust Company of New York (“Banks”) 

and the Owner Trustee. 
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The Sale and Related Financings 


The Vessels will be sold, and the contracts for their con- 
struction will be assigned, to the Owner Trustee for an 
amount equal to SFI’s book cost thereof on the closing 
date. Said cost is presently estimated at $3,800,000, plus 
SFI’s related allowance for funds used during construction 
and other transactional costs. The Vessels are scheduled 
for delivery at various times from the third quarter of 1974 
through the second quarter of 1975. Owner Trustee will 
make such further payments as may be due under the Con- 
struction Contracts; provided that if the aggregate cost to 
the Owner Trustee (“Owner Trustee’s Cost’’), including 

its transactional costs and expenses, exceeds $13,051,500, 
the excess will be borne by SFI. The total purchase price 
will be financed to the extent of approximately 33% 
(maximum of $4,306,500) with funds provided by the 
Banks as an investment in the beneficial ownership of the 
Vessels, and the balance of 67% (maximum of $8,745,000) 
with funds borrowed by the Owner Trustee on a longterm 
basis from a group of ten insurance companies (*‘Lend- 
ers’). It is stated that neither the Banks, the Lenders nor 
Mellon Bank, N.A., is affiliated with SFI or any of its 
affiliated companies. 


Owner Trustee will issue to the Lenders first preferred 
fleet mortgage bonds (“‘Bonds’’) under an Indenture of 
Trust between the Owner Trustee and an indenture 
trustee, Mellon Bank, N.A., who will act on behalf of the 
Lenders. The Bonds will be independent obligations of 
the Owner Trustee payable solely from the income and 
proceeds of the Owner Trustee’s estate, consisting of, 
among other things, the Vessels, the Charter and payments 
thereunder, insurance proceeds, etc. The Bonds will be 
payable in forty-four semi-annual level installments of 
principal and interest, commencing six months after the 
earlier of the delivery date of the last Vessel to the Owner 
Trustee or December 31, 1975. The Bonds will bear inter- 
est on the unpaid principal amount thereof at the rate 

of 10.5% per annum; will be non-callable except, in whole 
or in part, upon early termination of the Charter; and 
will be secured by a security interest in the Vessels, the 
Charter and all amounts payable under the Charter—all 
such security to be subject to SFI’s rights under the 
Charter. 


The Charter 


The Charter will be a net charter, under which SFI will be 
responsible for operation, maintenence, insurance, certain 
taxes and other expenses. The basic term of the Charter 
will be approximately twenty-five years, renewable at 
SFI’s option for an initial period of five years and on a 
yearly basis thereafter. The Charter will be non-cancellable 
except in the event of: (a) failure to obtain favorable 
federal income tax rulings incident to the ownership and 
chartering of the Vessels, (b) the Owner Trustee or its 
parent or any Bank or Lender or its parent becoming sub- 
ject to regulation under the Act by reason of the transac- 
tions herein contemplated, (c) failure of the Banks or 
Lenders to perform on their respective commitments, or 
(d) the occurrence of an event of default, as de*ined in 
the Charter; and, with respect to the particular Vessels 
affected, in the event of (e) any Vessel being rejected pur- 
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suant to the Construction Contracts, (f) the delivery of any 
Vessel not occurring on or before December 31, 1975, (g) 
the destruction, confiscation or condernnation of the Ves- 
sels beyond economical replacement or repair, (h) failure to 
provide and maintain insurance on any Vessel as required 
by the Charter, or (i) a determination by SFI, after expira- 
tion of ten years of the basic Charter term, that certain 
Vessels have become obsolete, or surplus to SFI’s needs. 


As interim charter hire during a period ending with the 
earlier of December 31, 1975 or delivery date of the last 
Vessel, SF! will pay installments not exceeding a maximum 
aggregate of approximately $1,790,000. Thereafter, during 
the basic Charter period, SFI will pay tifty semi-annual 
installments in amounts equal to approxirnately 4.073% 

of that portion of Owner Trustee’s Cost applicable to each 
Vessel (“Basic Hire’). SFl understands that said Basic 

Hire payments are equivalent to an annual simple interest 
rate of approximately 6.97%. The Basic Hire rnay be ad- 
justed to reflect a failure to obtain requested tederal in- 
come tax rulings relating to the Asset Guideline Period 
applicable to the Vessels. 


SFI states that the charter hire payrnents are such that it 

will not acquire any equity in the Vessels; that, consequently, 
the Charter will be accounted for by SFI as a lease; and that 
payments under the Charter will be charged to rental ex- 
pense. Payments, if any, made by SFI representing excess 
above Owner Trustee’s Cost (together with any payrnents 

in respect of adjustments to Owner Trustee’s Cost in the 

event of adverse tax rulings as detined) would be accounted 
for by SFI as leasehold improvements and amortized over 

the basic term of the Charter. 


MSU proposes to guarantee the pertorrnance by SFI of its 
obligations under the proposed transactions without re- 
course to SFI first being required. 


It is stated that no State or Federal cornrmission, otner than 
this Comrnission, has jurisdiction over the proposed tran- 
sactiors. Fees and expenses (excluding those of the Owner 
Truscee) incurred by SFI and MSU in connection with the 
proposed tratisaction are estimated at $53,000, including 
legal fees of $50,000 for SFI and $2,500 for MSU. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not laver than Seprember 9, 1974, request in writing 
that a hearing be held on such matter, stating tne nature 

of his interest, the reasons for such request, and the issues 
of tact or law raised by said post-effective arrmendment to 
the application-declaration, as amenaed, which he desires 
to controvert; or he may request that he be notitied should 
the Commission order a hearing in respect thereof. Any 
such request should be addressed: Secretary, Securities 
and Exchange Cominission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 

mail (air mail it the person being served is located more 
than 500 miles frorn the point of mailing) upon the appli- 
Cants-deciarants at the above-stated aadresses, and proof of 
service (by aftidavit or, in case ot an attorney at law, by 
certiticate) snould be filed with the request. At any time 
atter said date, the application-aeclaration, as amended by 
said pust-eftective armenarment or as it ray be turther 
amended, may be granted and permitted to becorne ettective 
a provided in Rule 23 of the General Rules and Regulations 





promulgated under the Act, or the Commission may grant 
exemption trom such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 

to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsirnmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18538/August 19, 1974 


in the Matter of 


UTAH POWER & LIGHT COMPANY 
1407 West North Temple Street 

P. O. Box 899 

Salt Lake City, Utah 84110 


(70-5538) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK THROUGH NEGOTIATION AND PRO- 
POSED ISSUE AND SALE OF FIRST MORTGAGE 
BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Utah Power & Light 
Company (“Utah’’), an electric utility company and a 
registered holding company, has tiled a declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 6(b) 
and 7 of the Act and Rule 50 thereunder as applicable to 
the proposed transactions. All interested persons are re- 
ferred to the declaration, which is summarized below, 
for a complete staternent of the proposed transactions. 


Utah proposes to issue and sell up to 1,000,000 shares of 
its authorized but unissued cormmon stock (par value 
$12.80 per snare) (“‘stock’’). The exact nurnber of shares 
to be sold is to be deterrnined by Utah in light of market 
conditions at the tirne of the sale. 


Utah requests that the proposed sale of its stock be ex- 
cepted trom the cornpetitive bidding requirements of 

Rule 50. As reasons tor the requested exception, Utah 
states, among other tnings, that it agrees with the opinions 
expressed to this Cominission by certain holding companies 
and underwriters with respect for a stated need for tem- 
porary suspension of Rule 50. (See Notice dated July 19, 
1974, Holding Company Act Release No. 18504, proposing 
such a suspension). 


In lieu of competitive bidding tor !ts proposed stock sale, 
Utah proposes that it issue and sel nder 

writers pursuant to 4a negotiated agreemern i >| 
believes that under current tna t Wit tiate 








offering may be the only way it can sell the stock at an 
acceptable price. 


Utah also proposes to issue and sell up to $40,000,000 
aggregate principal amount of its First Mortgage Bonds, 

% Series to mature not more than 30 years from 
October 1, 1974 (“bonds”). Such bonds will be sold pur- 
suant to the competitive bidding requirements of Rule 50 
and the interest rate (which shall be a multiple of 1/8 of 
1%) and the price exclusive of accrued interest (which shall 
be not less than 99% nor more than 102% of the princi- 


pal amount) will be determined by the competitive bidding. 


There may be a cash sinking fund designed to retire a 
portion of the bonds prior to maturity. The bonds will be 
issued under a Mortgage and Deed of Trust dated as of 
December 1, 1943, between Utah and Morgan Guaranty 
Trust Company of New York (formerly Guaranty Trust 
Company of New York) and R. Amudsen (successor Co- 
Trustee), as Trustees, as heretofore supplemented and 
amended and as to be further supplemented by a twenty- 
second Supplemental Indenture to be dated as of October 
1, 1974. Utah shall notify prospective bidders no later 
than the second full business day prior to the time desig- 
nated for the submission of bids of (i) the maturity date of 
the bonds, (ii) whether or not the bonds shall be redeem- 
able during the first five years of their term in connection 
with a refunding of the bonds at a lesser effective interest 
cost to Utah and (iii) whether there will be a cash sinking 
fund. 


Proceeds from the sale of the stock and bonds will be 
applied to repay short-term borrowings effected to finance 
Utah’s construction program and to finance the construc- 
tion program. Utah estimates $56,000,000 of short-term 
debt will be outstanding on October 8, 1974. Utah states 
that its construction program for the years 1974-1976 will 
require approximately $570,000,000. 


The declaration states that the Wyoming Public Service 
Commission and the Idaho Public Utilities Commission 
have jurisdiction over the proposed transactions and that 
no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. Fees and expenses to be incurred in 
connection with the proposed transactions are estimated at 
$137,000, including legal fees of $30,000 and accountants’ 
fees of $8,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1974, request in writ- 
ing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 

the issues of fact or law raised by said declaration which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the de- 
clarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certi- 
ficate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
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23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18539/August 20, 1974 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 


(70-5521) 


ORDER APPROVING SALE-LEASEBACK OF TURBINE 
GENERATING UNITS 


Arkansas-Missouri Power Company (““Ark-Mo”), an elec- 
tric utility subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed a declaration, and 
an amendment thereto, with this Commission pursuant 
to Sections 9(b)(1) and 12(d) of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rule 44 promul- 
gated thereunder regarding the following proposed tran- 
sactions. 


Ark-Mo has contracted for the purchase and installation 
of three 50/60 megawatt gas turbine electric generating 
units (“Equipment”), which are currently in the final 
stages of installation, on a site owned by Ark-Mo near 
Blytheville, Arkansas. Ark-Mo proposes to sell and assign 
all its right, title and interest in the Equipment to, and 
concurrently to lease it back from, a trustee (“Owner 
Trustee”), designated as such in a Trust Agreement between 
the Owner Trustee and Chrysler Financial Corporation 
(“Owner Participant’), a Michigan Corporation. It is 
stated that neither the Owner Trustee, the Owner Partici- 
pant, nor any corporations or persons affiliated with either 
of them are affiliated with Ark-Mo or any of its affiliated 
companies. 


The Sale and Related Financing: On a date as soon as 
practicable after issuance of the Commission’s order herein 
(“Closing Date’’), the Equipment will be sold to the Owner 
Trustee for an amount equal to Ark-Mo’s book cost there 
of; said cost is estimated at $14,000,000, including allow- 
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ance for funds used during construction and other transac- 
tional costs. The purchase price (““Owner’s Cost’’) will be 
subject to a final determination on or before October 31, 
1974, to take into account any necessary adjustments; 
provided, that if the Owner's Cost would thereby exceed 
$15,000,000, the excess will be borne by Ark-Mo. The pur- 
chase price will be financed to the extent of 28% with 

funds provided by the Owner Participant as an investment 
in beneficial ownership of the Equipment, and the balance, 
72%, will be borrowed by the Owner Trustee on a long-term 
basis (“Debt”) from a group of insurance companies. The 
lenders and the participation of each (based on the maxi- 
mum purchase price of $15,000,000) are shown below. 


Maximum 
Lender Participation 
The Travelers Insurance Company $ 5,000,000 
The Lincoln National Life Insurance 
Company 2,500,000 
Union Mutual Life Insurance Company 1,000,000 
Woodmen of the World Life Insurance 
Company 1,000,000 
Kentucky Central Life Insurance Com- 
pany 500,000 
Woodmen Accident and Life Company 500,000 
Lamar Life Insurance Company 300,000 
Total $10,800,000_ 


The participations of The Travelers Insurance Company 
(Travelers’’) and The Lincoln National Life Insurance 
Company (‘‘Lincoin’’) will be delayed until 6 months after 
the Closing Date, and for that interval the necessary funds 
(up to $7,500,000) will be obtained by the Owner Trustee 
through an Interim Loan from Union Planters National 
Bank of Memphis. The Interim Loan will be payable 6 
months after the Closing Date, with interest at the rate of 
10% per annum. 


The long-term Debt will not be an obligation of either Ark- 
Mo or the Owner Participant, but will be the independent 
obligation of the Owner Trustee payable solely from the 
Owner Trustee’s estate consisting of, among other things, 
the Equipment, the Lease and rentals thereunder, insur- 
ance proceeds, etc. The Debt will mature in 1999, and will 
be payable in forty-nine semi-annual installments in the 
case of Travelers and Lincoln, commencing one year after 
the closing Date; and in fifty semi-annual installments in the 
case of the other lenders, commencing 6 months after the 
Closing Date. The semi-annual installments will consist of 
interest and principal calculated to retire the Debt at ma- 
turity. The interest rate on the Debt will be 10-1/4% per 
annum. The Debt (and the Interim Loan) will be secured 
by a security interest in the Equipment, the Lease and all 
amounts payable under the Lease—all subject to Ark-Mo’s 
rights under the Lease. The Debt will be non-refundable at 
alower effective interest cost during a period of 15 years 





after the Closing Date. 


The Lease: The Lease will be a net lease, under which Ark- 
Mo will be responsible for operation maintenance, insur- 
ance, certain taxes, etc. Ark-Mo will have the right, at its 
own expense, to make certain modifications and replace- 
ments to the Equipment which it deems appropriate. The 
Basic Term of the Lease will be 25 years and, at Ark-Mo’s 
option, may thereafter be renewed for up to three con- 
secutive renewal terms of 5 years each. The Lease will be 
non-cancellable except in the event of (i) failure to obtain 
favorable federal income tax rulings incident to the owner 
ship and leasing of the Equipment, (ii) failure of Travelers 
or Lincoln to perform on their respective commitments 

as to the Debt, (iii) destruction, confiscation or condemna- 
tion of the Equipment beyond economical replacement 

or repair, or (iv) a determination by Ark-Mo, after the 
tenth year of the Basic Term, that the Equipment is no 
longer useful in its business. 


During the Basic Term of the Lease, payments thereunder 
will be made by Ark-Mo in fifty semi-annual instaliments 
commencing 6 months after the Closing Date, each install- 
ment (except the first) to be equal to 4.759% of the Own- 
er’s Cost, which Ark-Mo understands is equivalent to an 
annual simple interest rate of 8.26%. Said 4.759% of 
Owner's Cost, and the aggregate rentals payable for the 
Equipment, may be adjusted to reflect (a) failure to obtain 
requested federal income tax rulings (not resulting in 
termination of the Lease) relating to certain items of the 
Owner’s Cost, such as depreciation allowances, investment 
tax credit, etc. or (b) modification by the Internal Revenue 
Service of the Asset Guideline Period applicable to the 
Equipment. During the renewal terms the rentals will be 
the then fair market rental value of the Equipment. At 

the end of the Basic Term or of any of the three renewal! 
terms, Ark-Mo will have the option of purchasing the 
Equipment at its then fair market sales value. 


Ark-Mo will use the net proceéds (estimated at $13,850,000) 
received from the proposed sale of the Equipment to re- 
duce its outstanding short-term borrowings which amounted 
to $21,350,000 at June 30, 1974. Ark-Mo also proposes 

to account for the Lease transaction as a lease aid to 

charge the payments thereon, estimated at $1,331,990 

per annum, to operating expense. The amount, if any, in 
excess of the stipulated maximum Owner's Cost of $15,- 
000,000 paid by Ark-Mo would be accounted for as a 
leasehold improvement and amortized over the Basic Term 
of the Lease. 


The fees and expenses incurred or to be incurred in connec- 
tion with the proposed transactions are estimated to be 
$70,000 including legal fees of $60,000. The Arkansas 
Public Service Commission has jurisdiction over the sale, 
leaseback, and repurchase by Ark-Mo of its interest in the 
Equipment. The order of that commission has been supplied 
to this Commission. It is stated that no other State com- 
mission, and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration, as amended, 
has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18506), and no hearing has been requested of or ordered 
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by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 

in the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT !S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18540/Auyust 21, 1974 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5265) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO BANKS 


Arkansas Power & Light Company (“‘Arkansas’’), an elec- 
tric utility subsidiary company of Middle South Utilities, 
Inc., a registered holding cornpany, has filed with this 
Commission a third post-effective amenarnent to its pre- 
viously amended declaration in this proceeding pursuant 

to Sections 6(a) and 7 of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) regarding the following proposed 
transactions. 


By orders dated December 15, 1972, and April 2, 1974 
{HCAR Nos. 17871 and 18354), the Comrnission authorized 
Arkansas to issue and sell from time to time through May 
31, 1975, unsecured short-terrn promussory notes (includ- 
ing commercial paper) to various cornmercial banks and/or 

a dealer in commercial paper, in an agyregate principal 
amount not exceeding $85 million outstanding at any one 
tinie, of which not more than $60 million is to consist of 
commercial paper. 


In its third post-eftective amendment, Arkansas has revised 
its list of lending banks and the amounts to be boirowed 
from each bank. While no commitments have been rade, 
it is expected that the banks to which such notes will be 
issued and sold, and the maximum amount to be issued 
and Outstanding at ary one time to each such bank, will be 
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substantially as follows: 








Maximum Amount 
Name of Bank to be Borrowed 





Arkansas Bank & Trust Cc.npany, $ 825,000 
Hot Springs, Arkansas 


The Commercial National Bank, 








Little Rock, Arkansas 800,000 
First National Bank in Little Rock, 
Arkansas 4,000,000 
First National Bank of Eastern Ar- 
kansas, Forrest City, Arkansas 320,000 
First National Bank of Hot 
Springs, Arkansas 500,000 
Irving Trust Cornpany, 
New York, New York 5,000,000 
Manutacturers Hanover Trust Com- 
pany, New York, New York 45,000,000 
Morgan Guaranty Trust Company of 
New York, New York 8,000,000 
National Bank of Cornmerce, | 
Pine Blutf, Arkansas 1,000,000 
| 
Peoples Bank & Trust Co., \ 
Russellivitie, Arkansas 300,000 | 
Republic National Bank of Dallas, | 
Texas 5,000,000 | 
Simmons First National Bank, | 
Pine Bluff, Arkansas 9,000,000 
Union National Bank, : 
Littie Rock, Arkansas 1,300,000 ' 
¢ 
Worthen Bank & Trust Cornpany, ; 
Little Rock, Arkansas __ 3,000,000 ) 
$34,045,000 t 


Arkansas also requests that the authority heretofore 
granted in the Cornmission’s orders to tile Rule 24 certifi- 
cates of notitication regarding tne issuance and sale of the 
notes and comiunercial paper on a quarterly basis be ex- 
tended to cover the transactions pruposed in the third i 
post-eftective amenarnent. In all other respects the pro- 
posed transactions remnain unchanged. No State cornmission 
and no Federal cotnmission, other than this Cormmission, } 
has jurisdiction over the proposed transactions. 





Upon the basis of the tacts in the record, it is hereby found 
that the applicable standards of the Act and the rules i 
thereunder are satistied and that no adverse tindings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
post-eftective amendrnent to the previusly amended declar- 



















ation be permitted to become effective: 


|T iS ORDERED, pursuant to the applicable provisions of 


the Act and rules thereunder, that said post-effective amend- 


ment to the previously amended declaration be, and it here- 
by is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the time for filing the cer- 
tification thereunder is extended as previously indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18541/August 21, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30302 


(70-5537) 


NOTICE OF PROPOSED TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Georgia Power Company 
("Georgia’’), an electric utility subsidiary company of The 
Southern Company, a registered holding company, has 

filed an application-dectaration and an amendment thereto 
with this Commission designating Sections 6(b) and 9(a) of 
the Public Utility Holding Company Act of 1935 (““Act”’) 
and Rule 50(a)(5) promulgated thereunder as applicable 

to the proposed transactions. All interested persons are 
referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


Georgia states that in order to comply with prescribed air 
and water quality control standards of the State of Georgia 
ithas been and will be necessary to construct certain pollu- 
tion control facilities. The filing relates to Georgia‘s pro- 
posal for its disposition and acquisition and the financing 
of pollution control facilities for use in connection with 

its Arkwright, Bowen, McDonough, Mitchell, and Yates 
steam plants located, respectively, in Bibb, Bartow, Cobb, 
Dougherty, and Coweta Counties, Georgia. It is intended 
that the Development Authority of each of such counties 
(“Authorities”) will issue its respective pollution control 
revenue bonds (‘’Revenue Bonds”) for the purpose of pay- 
ing the costs of the construction and equipping of the pollu- 
tion control facilities at said plants (“Projects”). 


Georgia proposes to enter into Installment Sale Agreements 








(“Agreements”) with the Authorities which will provide 
for the construction and equipping of the Projects by the 
Authorities and the issuance by the Authorities of Revenue 
Bonds in aggregate principal amount presently estimated 
not to exceed $36,000,000, sufficient to cover the cost of 
construction of the Projects. Such $36,000,000 of 
Revenue Bonds is broken down by counties as follows: 
Bibb County—$3,000,000; Bartow County—$13,000,000; 
Cobb County—$8,000,000; Dougherty County—$2,500,- 
000; and Coweta County—$9,500,000. The preceeds of 
the sales of the Revenue Bonds will be deposited by the 
Authorities with a Trustee under indentures to be entered 
into between the Authorities and such Trustee pursuant 

to which the Revenue Bonds are to be issued and secured 
Such proceeds will be applied to payment of the cost of 
construction of the Projects. The Agreements also will 
provide for the sale of the Projects to Georgia, the pay- 
ment by Georgia of the purchase price of each of the Pro- 
jects in semi-annual installments over a term of years, 

and the assignment to the Trustee of the Authorities’ 
interest in, and of the moneys receivable by the Authori- 
ties under, the Agreements. The Agreements will provide 
that the purchase prices of the Projects payable by Georgia 
will be such amounts, including interest thereon, as shall 
be sufficient (together with other moneys held by the 
Trustee under the indentures for that purpose) to pay the 
principal of and interest on the Revenue Bonds as the same 
become due and payable. The Agreements will also obli- 
gate Georgia to pay the fees and charges of the Trustee. 
The Agreements will provide that Georgia may at any time, 
so long as it is not in default thereunder, prepay the pur- 
chase price for the Projects, including interest thereon, in 
whole or in part, such payments to be sufficient to redeem 
or purchase outstanding Revenue Bonds in the manner 
and to the extent provided in the indentures. The inden- 
tures will provide that the Revenue Bonds will be redeem- 
able (a) at any time on or after 10 years from the date of 
issuance, in whole or in part, at the option of Georgia, 
initially with a premium of 3% of the principal amount 
and declining by 1/2 of 1% thereafter and (b) in whole, at 
the option of Georgia, in certain other situations. The 
Revenue Bonds will mature in 30 years and such bonds 
will be entitled to the benefit of mandatory redemption 
sinking funds calculated to retire not less than 25% of the 
aggregate principal amount of the issues prior to maturity. 


In order to obtain the benefit of a rating for the Revenue 
Bonds equivalent to the rating enjoyed by the first mort- 
gage bonds outstanding under its Indenture dated as of 
March 1, 1941, between Georgia and Chemical Bank, as 
Trustee, as supplemented and amended (“Mortgage”), 
which rating Georgia has been advised may be thus attained, 
Georgia proposes to obtain the authentication of certain 
series of such first mortgage bonds (“Collateral Bonds’’) 
under the Mortgage, as proposed to be supplemented by 

a further supplemental indenture to be dated as of the 
first day of the month in which the Collateral Bonds are 
to be authenticated and delivered. To secure its obligations 
under the Agreements, Georgia proposes to deliver to the 
Trustee to be held as collateral the Collateral Bonds in 
principal amount equal to the principal amount of the 
Revenue Bonds to be issued by the Authorities. The Colla- 
teral Bonds will bear interest at a rate equal to the interest 
rate per annum to be borne by the Revenue Bonds and 
will mature on the maturity date of such bonds and will 
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be nontransferable by the Trustee. The supplemental in- 
denture will provide, however, that the obligation of Geor- 

jia to make payments with respect to the Collateral Bonds 
will be satisfied to the extent that payments are made 

under the Agreements sufficient to meet payments when due 
in respect of the Revenue Bonds. The supplemental inden- 
ture will provide that upon acceleration by the Trustee of the 
principal amount of all outstanding Revenue Bonds under 
the Indentures, the Trustee may demand the mandatory 
redemption of the Collateral Bonds then held by it as collat- 
eral at a redemption price equal to the principal amount 
thereof plus accrued interest, if any, to the date fixed for 
redemption. 


The indentures will provide that, upon deposit with the 
Trustee of funds sufficient to pay or redeem all or any part 
of the Revenue Bonds, or upon direction to the Trustee by 
Georgia to so apply funds available therefor, or upon 
delivery of outstanding Revenue Bonds to the Trustee by 
or for the account of Georgia, the Trustee will be obli- 
gated to deliver to Georgia or for the account of Georgia 
the Collateral Bonds then held as collateral in an aggre- 
gate principal amount equal to the aggregate principal 
amount of Revenue Bonds for the payment or redemption 
of which such funds have been deposited or applied or 
which shall have been so delivered. 


In order to comply with the appropriate statute of the 
State of Georgia, it will be necessary for Georgia to convey 
to the Authorities such portion of the Projects as are now 
owned by Georgia (“Existing Facilities’) subject to the 
Mortgage. Under the Agreements, Georgia will receive, out 
of the proceeds of The Revenue Bonds, an amount equal 
to Georgia’s original cost for the Existing Facilities. The 
Existing Facilities will thereupon become a part of the 
Projects which are to be provided by the Authorities and 
which Georgia proposes to purchase as provided in the 
Agreements. 


It is contemplated that the Revenue Bonds will be sold by 
the Authorities pursuant to arrangement with a group of 
underwriters represented by Merrill Lynch, Pierce, Fenner 
& Smith Incorporated. In accordance with the laws of 

the State of Georgia, the interest rate to be borne by the 
Revenue Bonds will be fixed by the Authorities. Georgia 
will not be party to the underwriting arrangements for the 
Revenue Bonds. Bond counsel are to issue an opinion that 
interest on the Revenue Bonds will be exempt from Fed- 
eral income taxation. Georgia has been advised that the 
annual interest rates on obligations, the interest on which 
is tax exempt, historically have been and can be expected 
at the time of issue of the Revenue Bonds, to be 1-’%2% to 
2-%2% lower than the rates of obligations of like tenor and 
comparable quality, interest on which is fully subject to 
Federal income tax. 


The application-declaration states that the fees incident to 
the proposed disposition of the Existing Facilities and the 
acquisition of the Projects (as distinguished from and ex- 
cluding fees and expenses incident to the sale of the 
Revenue Bonds by the Authorities payable out of the pro- 
ceeds of such sale) are intended to be filed by amendment. 
It is stated that the issuance of the Collateral Bonds is sub- 
ject to the jurisdiction of the Georgia Public Service Com- 
mission and that no other State commission and no Federal 
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commission, other than this Commission, has jurisdiction in 
respect thereof. Georgia states further that the competitive 
bidding requirements of Rule 50 in respect of the issuance 
of the Collateral Bonds are inappropriate under the circum- 
stances described herein, inasmuch as the Collateral Bonds 
are to be issued and pledged solely to secure Georgia’s ob- 
ligations to the Authorities and no public offering of the 
Collateral Bonds is to be made. It is stated that no other 
aspect of the proposed transactions is subject to the juris- | 
diction of any State commission or Federal commission, 
other than this Commission. 








NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 

of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 

and Exchange Commission, Washington, D. C. 20549. A 

copy of such request should be served personally or by 

mail (air mail if the person being served is iocated more \ 
than 500 miles from the point of mailing) upon the appli- 
cant-declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 

after said date, the application-declaration, as amended or 

as it may be further amended, may be granted and permitted | 
to become effective as provided in Rule 23 of the General | 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a | 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


| 
For the Commission, by the Division of Corporate Regula- { 
tion, pursuant to delegated authority. 

( 


George A. Fitzsimmons 
Secretary 











INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8466/August 19, 1974 





a a a a ee 









In the Matter of 








ig 
of | 


ny 









FIRST SPECTRUM FUND, INC. 
c/o Daniel L. Martin, Esquire 
Cabell, Martin, Hammer & Gallo 
555 Madison Avenue 

New York, New York 10022 


(811-2187) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(7) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 

of 1940 (‘Act’), to declare by order upon its own motion 
that First Spectrum Fund, Inc. (“Fund”), registered under 
the Act as an open-end, diversified, management invest- 

ment company, has ceased to be an investment company. 


Fund was organized as a Delaware corporation on Feb- 
ruary 26, 1971, and registered under the Act by filing a 
Notification of Registration on Form N-8A with the Com- 
mission on April 26, 1971. 


At an annual meeting of shareholders held on February 26, 
1974, shareholders of the Fund approved a Plan of Dissolu- 
tion and Complete Liquidation (the “Plan’’). Pursuant to 
the Plain, all assets of the Fund have been sold for cash, a 
reserve set aside to pay the remaining obligations of the 
Fund, and an initial distribution made to shareholders. Ap- 
proximately $13,800 remains with the Custodian of the 
Fund to discharge any remaining liabilities of the Fund, 

and after discharging such liabilities the remaining cash will 
be distributed to the shareholders. 


The Fund has filed a Certificate of Dissolution with the 
Secretary of State of Delaware, which became effective 

on March 18, 1974. The Fund is a corporation in dissolu- 
tion pursuant to the General Corporation Law of Delaware 
and does not intend to make any further sales of securities 
or to operate as an investment company within the meaning 
of the Act. 


Section 8(f) of the Act provides, in pertinent part, that 

when the Commission, on its own motion or upon applica- 
tion, finds a registered investment company has ceased to 

be an investment company, it shall so declare vy order, and, 
upon the effectiveness of such order, the registration of 

such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 16, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may re- 

quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address set forth above. 
Proof of such service (by affidavit, or in case of an attorney- 









at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8467/August 21, 1974 


In the Matter of 


MIDHURST CORPORATION 
2411 Bank of the Southwest Building 
Houston, Texas 77002 


(812-3671) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Midhurst Corporation, 
(“Applicant”), a Delaware corporation, has filed an appli- 
cation, pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 (“Act’’), for an order exempting Appli- 
cant from all provisions of the Act. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant was organized in 1956, and its only activity 
thereafter until late 1968 was to hold the stock of Midhurst 
Oil Corporation (“Midhurst Oil’), which was engaged in 
the exploration for and production of crude oil and natural 
gas. In 1968 Applicant acquired from S. Pearson & Son, 
Limited (“Pearson”), a British corporation, and subsidiaries 
of Pearson 96.1% of the outstanding stock of Whitehall 
Canadian Oils Limited (“Whitehall Oil’), a Canadian cor- 
poration, which conducted oil and gas activities in Canada. 
Both Midhurst Oil and Whitehall Oil were acquired from 
Applicant in 1969 by Ashland Oil, Inc. (“Ashland”), a 
Kentucky corporation, in exchange for preferred stock 

of Ashland which Applicant still owns and which has less 
than 2% of the total voting power of A’’!and stock. Appli- 
cant also has wholly owned subsidiaries which hold non- 
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producing North Sea concessions, lease coal and other min- 
eral properties in Canada, and own various non-producing 
oil and gas properties in the United States. Appiicant repre- 
sents that it owns the following investment securities as 
defined in Section 3(a) of the Act; (i) various certificates 
of deposit, (ii) the Ashland preferred stock, (iii) 35% of 
the outstanding stock of a privately held corporation which 
owns land in California which it is using and developing 

for farming purposes and (iv) two promissory notes of a 
publicly held corporation. 


At ali times since the formation of Applicant, Pearson or 
one or more wholly owned subsidiaries of Pearson have 
owned beneficially substantially all the shares of common 
stock of Applicant. Pearson and such subsidiaries now own 
99.8% of Applicant’s common stock. A director and offi- 
cer of Pearson, who is a resident and citizen of the United 
Kingdom, owns the remaining approximately 0.2%. It has 
been agreed that Pearson will be given a right of first 
refusal to purchase this 0.2% inierest at a price equal to 
the price at which a third party agreed to purchase it. 


An indirect wholly owned subsidiary of Pearson has bene- 
ficially owned all the shares of preferred stock of Appli- 
cant since their authorization and issue in 1968. Neither 
Applicant nor Pearson has any intention whatsoever of dis- 
tributing any common or preferred stock of Applicant to 
the public. 


The application states that Pearson is a large diversified 
British corporation whose activities are principally in (i) 
the publishing of newspapers and books, (ii) the providing 
of banking and financial services and (iii) the manufacture 
of tableware, sanitaryware flat glass and a wide range of 
engineering products. In addition to its ownership of Ap- 
plicant, Pearson indirectly holds certain other investment 
assets. 


Pearson estimates that it holds, directly and indirectly, in- 
vestment securities which aggregate approximately $106,- 
000,000 or 32.1% of the fair market value of its assets at 
May 31, 1974, which aggregate approximately $330,250,- 
000. Pearson further estimates that the investment port- 
folio of Applicant accounts for only 10.4% of Pearson's 
total assets. Moreover, Pearson estimates that its income 
from all of its investment securities accounted for approxi- 
mately 15% of its profits in 1973 before taxes, interest and 


head office expenses. Since 1969, Pearson's policy has been 


gradually to dispose of the bulk of its portfolio invest- 
ments. Pearson’s policy continues to be to use its resour- 
ces in the expansion of its operating businesses rather than 
for the purpose of making further portfolio investments. 
Pearson now intends to utilize Applicant as a vehicle for 
acquiring a substantial but possibly not controlling interest 


in an American industrial or financial corporation although 


no definite plans have been made in this regard. In addi- 
tion, Pearson is considering a merger of Whitehall Canada, 
Ltd., an indirect wholly owned subsidiary of Pearson with 
both operating activities and investment holdings, into 
Applicant. 


The Application represents that since August 1969 the 
stock of Pearson has been publicly held, and it is listed on 
The London Stock Exchange. No public offering of the 
stock of Pearson has ever been made in the United States, 
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and Pearson has no plans to make any such public offer- 
ing. 


Applicant is concerned that, unless exempted pursuant to 
Section 6{c) of the Act, it may be deemed an investment 
company as defined in Section 3(a)(3) of the Act which 
includes in that definition any issuer which is engaged in 
the business of owning and holding securities and owns 
investment securities having a value exceeding 40% of the 
value of its total assets (exclusive of government securi- 
ties and cash items) on an unconsolidated basis. 


Applicant requests an exemption from all provisions of 


the Act because it believes that it is not an investment com- 


pany of the type intended to be regulated by the Act for 
the following reasons: 


(i) substantially all the securities of Applicant are and will 
continue to be owned directly or indirectly by its parent, 
Pearson. 


(ii) Pearson, the parent of Applicant, is not an investment 
company within the meaning of the Act and could own 
Applicant's investment securities directly without becom- 
ing an investment company within the meaning of the 
Act. 


(iii) Section 3(b)(3) excepts from the definition of invest- 
ment company contained in Section 3(a)(3) of the Act 
any issuer all of the outstanding securities of which (other 
than short-term paper and directors’ qualifying shares) 
are owned by a company which is itself excepted from 
the Section 3(a)(3) definition by Sections 3(b)(1) or 3(b) 
(2) of the Act. Applicant would be exempt thereunder 
but for the facts that its parent, Pearson, is not an invest- 
ment company under Section 3(a)(3) and that Pearson 
owns 99.8% and not 100% of Applicant’s common stock. 
Applicant represents that these are only technical failings 
and that the policies underlying the Section 3(b)(3) excep- 
tion are equally relevant to its situation. 


(iv) Applicant has never held itself out, is not now holding 
itself out and has no present intention of holding itself out 
to the general public as an investment company, and Ap- 
plicant does not and will not offer any of its securities 

to the general public. 


(v) the shareholders of Pearson are believed to regard their 
investment primarily as an opportunity to participate in 
the various Pearson operating interests. 


Accordingly, Applicant believes that its activities do not 
require regulation under the Act. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or 
transaction from any provision or provisions of the Act 
to the extent such exemption is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 16, 1974, at 5:30 p.m., sub- 
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mit to the Commission in writing a request for a hearing on 
the foregoing matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues Of fact or law proposed to be controverted, or he 

may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 

shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit or in case of an attorney- 
at-law by certificate) shall be filed contemporaneously 

with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the Application herein will be issued as of course follow- 
ing said date unless the Commission orders a hearing 

upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8468/August 20, 1974 


In the Matter of 


FOUNDERS OF AMERICAN INVESTMENT 
CORPORATION 

1000 West Sunshine Street 

Springfield, Missouri 65804 


and 


NATIONAL INVESTMENT CORPORATION, INC. 
AMERICAN INVESTORS LIFE INSURANCE 
COMPANY, INC. 

3301 Van Buren Street 

Topeka. Kansas 66611 


(812-3503) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR ORDER EXEMPT- 


ING PROPOSED TRANSACTION FROM SECTION 17(a) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Founders of American 
Investment Corporation (“Founders”), a non-diversified, 
closed-end management investment company registered 





under the Investment Company Act of 1940 (the “Act”), 
National Investment Corporation, Inc. (““National’’) and 
American Investors Life Insurance Company, Inc. (“Ameri- 
ican”), have filed an application pursuant to Section 17(b) 
of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act the pro- 
posed sale by National to American of 339,200 shares of 
International Investors Life Insurance Company, Inc. 
(“International”). All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations contained therein which are 
summarized below. 


Founders owns 36.1% of the outstanding common stock 
of American, a Kansas corporation which is licensed to 
sell life insurance policies in several states. By reason of 
this ownership interest, American is an affiliated person 
of Founders and is also presumed to be controlled by 
Founders. National, a Missouri corporation organized in 
1967, is a holding company which invests in the stock of 
life insurance companies. 


As of December 29, 1973, National owned approximately 
107,200 shares of American, constituting 7.2% of the out- 
standing shares of American. National is thus an affiliated 
person of American and an affiliate of an affiliate of 
Founders. The proposed transaction is prohibited by Sec- 
tion 17(a) because it involves a sale of property by Na- 
tional, an affiliate of an affiliate of Founders, a registered 
investment company, to American, a company controli.d 
by an investment company. In connection with the promo- 
tion of National, a public offering of shares of National 
was made to stockholders of American, as a result of which 
approximately 60% of National shares are owned by per- 
sons who also own shares of American. Moreover, a min- 
ority of American’s board of directors and all of Ameri- 
can’‘s operating officers are affiliated persons of National. 
International was organized under the laws of Texas in 
1969 and sells life insurance policies in that state. Nation- 
al was one of the promoters of International and obtained 
its ownership interest, constituting 39.6% of the outstand- 
ing shares of International, at a cost of $2.00 per share, 
when International was formed. 


On October 5, 1973, National and American entered into 
a contract pursuant to which National would sell its entire 
interest of 339,200 shares of International to American at 
$2.48 per share or an aggregate price of $841,216. Such 
contract was entered into subsequent to resolutions adop- 
ted by the boards of directors of National and American, 
respectively, in August 1973, approving the proposed sale, 
and subsequent to approval of the proposed transaction 
by the Commissioner of Insurance of Texas and by the 
Kansas Insurance Department, on October 1 and October 
5, 1973, respectively. 


When International was formed, a public offering of its 
shares was made to shareholders of National, the majority 
of whom purchased such shares. A substantial number of 
such individuals also own stock in American as does Na- 
tional itself, and, for this reason, approximately 66% of 
International’s shares are owned by persons who also own 
shares of American. 


The purchase price of the International stock was arrived 
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at by adding the capital and surplus of International to In- 
ternational’s annualized premium income, less its liabili- 
ties, other than liabilities shown on the 1972 annual state- 
ment of International, multiplied by National's percentage 
of ownership. Applicants contend that this formula is com- 
monly used as a method for valuing insurance company 
stock for purposes of acquisitions of such shares. It is 
further submitted that market value (in August of 1973 the 
stock was quoted at 3/4 bid, 1-1/8 asked) is not an accur- 
ate measure of the value of insurance companies such as In- 
ternational because it is a small, unseasoned company, 
shares of which are very thinly traded. 


Applicants represent that, at the present time, International 
is virtually a dormant company which has ceased selling in- 
surance policies and is declining in real value due to an in- 
creasing lapse rate and a continuing decrease in business-in- 
force. American, however, views the proposed transaction as 
an attractive business opportunity because it intends to as- 
sume the management of International and to build it into a 
stronger Company. 


Section 17(a) of the Act, as here pertinent, provides that it 
is unlawful for any affiliated person of a registered invest- 
ment company, or any affiliated person of such a person, 
knowingly to sell to or to purchase from such registered in- 
vestment company, or any company controlled by such in- 
vestment company, any security or other property. Section 
17(b) of the Act provides that the Commission, upon applica- 
tion, shall grant an exemption from such prohibition upon 
finding that the terms of the proposed transaction are fair 
and reasonable and do not involve overreaching on the part 
of any person concerned and that the proposed transaction 
is consistent with the policy of each registered investment 
company concerned and with the general purposes of the 
Act. 


Applicants represent that the terms of the proposed transac- 
tion are fair and reasonable and do not involve overreaching 
with respect to any party and that the proposed transaction 
is consistent with the policy of each Applicant and with the 
general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 23, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mait (air mail if the person being ser- 
ved is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the applica- 
tion will be issued as of course following September 23, 1974 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is ordered 
will receive notice of further developments in this matter, 
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including the date of the hearing (if ordered) and any post- 
ponements thereof. 






By the Commission. 






George A. Fitzsimmons 
Secretary 









INVESTMENT COMPANY ACT OF 1940 
Release No. 8469/August 22, 1974 


In the Matter of 


CREDIT UNION SERVICES, INC. 
525 School Street, S. W. 
Washington, D. C. 20024 





and 


AMERICAN SECURITY AND TRUST COMPANY 
15th and Pennsylvania Avenue, N. W. 
Washington, D. C. 20013 


(812-3517) 


ORDER PURSUANT TO SECTION 6({c) OF THE ACT 
EXEMPTING COMPANY FROM ALL THE PROVISIONS 
OF THE ACT 


Credit Union Services, Inc. (““CUSI"’) and American Security 
and Trust Company (the “Bank” or the ““Trustee’’) (collec- 
tively referred to as ““Applicants’’), have filed an application 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (“‘Act’’) for an order exempting the Common Trust 
Fund of American Security and Trust Company of the Dis- 
trict of Columbia for Credit Union Services Government Se- 
curities (the ‘Common Trust Fund”) from all the provisions 
of the Act. 





On July 22, 1974, a notice was issued (Investment Company 
Act Release No. 8434) of the filing of the application. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued on the basis of the information stated there- 
in unless a hearing should be ordered. No request for a hear- 
ing has been filed and the Commission has not ordered a 
hearing. 








The matter having been considered, it is found that the grant 
ing of the requested exemption, subject to the conditions set 
forth below, is appropriate in the public interest and consis: 
tent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. Accord- 
ingly, 


} 
| 
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IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the Common Trust Fund to be maintained by Applicants be, 
and it hereby is, exempt from all the provisions of the Act 
and the Rules and Regulations thereunder, effective forth- 
with, subject to the following conditions to which Applicants 
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(a) that the Commission be supplied with written evidence 
that the Comptroller of the Currency has approved the Com- 
mon Trust Fund as in compliance with Section 9.18 of the 
Regulations of the Comptroller of the Currency; and 


(b) that the Commission be supplied with written evidence 
that the National Credit Union Administration has deter- 
mined that federal credit unions have the power under the 
Federal Credit Union Act to invest their funds in the Com- 
mon Trust Fund. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 426/August 23, 1974 


Admin. Proc. File No. 3-4484 
In the Matter of 


THE INSERCO CORPORATION 
1019 19th Street, N. W. 
Washington, D. C. 


(801-9103) 
JOHN C. CARRUTHERS 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are remedial proceedings under the Investment Ad- 
visers Act with respect to The Inserco Corporation (“‘regis- 
trant’’), a registered investment adviser, and John C. Car- 
ruthers, its president. Solely for the purpose of these pro- 
ceedings and any other proceedings brought by the Commis- 
sion, and without admitting or denying the allegaticns in the 
order for proceedings, respondents consent to find’ngs of 
misconduct as alleged in that order and to entry of an order 
revoking registrent’s investment adviser registraton and bar- 
ting Carruthers from association with any inves:ment ad- 
viser, broker-dealer or investment company. 


On the basis of the order for proceedings andrespondents’ 
consent, it is found that, during the period from about Novem- 
ber 1973 to February 1974, registrant, wil/fully aided and 
abetted by Carruthers, willfully violated Sections 204, 206 
(1) and 206(2) of the Advisers Act and Rue 204-2 there- 
under in that, without authority, it drew mecks payable to 


certain clients on their accounts and endorsed their signa- 
tures, and sent the clients monthly statements of account 
which did not reflect the unauthorized withdrawals. 


In view of the foregoing, it is in the public interest to impose 
the sanctions to which respondents have consented. 


Accordingly, 1T 1S ORDERED that the registration as an in- 
vestment adviser of The Inserco Corporation be, and it here- 
by is, revoked; and it is further 


ORDERED that John C. Carruthers be, and he hereby is, 
barred from being associated with any investment adviser, 
broker-dealer or investment company. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6482/August 19, 1974 


SEC v. CAPITAL SYNDICATIONS, INCORPORATED, 
et al 
(N.D. Tex., FW Div.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on August 9, 1974 Judge Eldon B. Mahon en- 
tered an order appointing John B. McClane, a Fort Worth, 
Texas attorney, as Special Counsel to one of the defendants, 
Capital Syndications Company, a partnership which serves 
as the general partner for the limited partnerships organized 
by Capital Syndications Incorporated. The order further 
provides that the previous orders entered in the case shall 
remain in full force and effect. 


For further information, see Litigation Release Nos. 6446 
and 6470. 





Litigation Release No. 6483/August 19, 1974 


U.S. v. ROBIN G. BARON, et al. 
(S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office and Paul J. Curran, United States Attorney for the 
Southern District of New York announced that on August 9, 
1974, a federal grand jury filed a twenty-four (24) count in- 
dictment against: 
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1. Robin G. Baron, age 31, resides at 200 Burton Avenue, 
Hasbrouck Heights, New Jersey. Baron was formerly a prin- 
cipal of Baron & Co., Inc., a broker-dealer. 


2. Eric Blitz, age 33, resides at 624 North G. Street, Tacoma, 
Washington. Blitz was formerly an employee of Astron 
Fund, Inc., a mutual fund. 


3. William Drew, age 33, resides at 446 58th Street, Brook- 
lyn, New York. Drew is presently employed as a construc- 
tion worker. 


4. Erwin Gerstenzang, age 54, resides at 255-02 61st Street, 
Little Neck, New York. Gerstenzang is presently unem- 
ployed. 


5. Stephen R. Hill, age 34, resides at 308 E. 79th Street, 
New York, New York. Hill is presently an attorney and was 
formerly corporate counsel to Elinvest, Inc. 


6. Peter Horvat, age 36, resides at 400 Centre Street, Wood- 
bridge, New Jersey. Horvat was formerly an employee of 
Baron & Co., Inc. and is presently a principal in the firm of 
Horvat, Maniscalco & Co., a broker-dealer located in Ber- 
genfield, New Jersey. 


7. William McLeod, age 50, resides at 57 Fairview Avenue, 
North Plainfield, New Jersey. McLeod is presently a princi- 
pal of Ridgway, McLeod and Associates, a broker-dealer 
located in Plainfield, New Jersey. 


8. Richard G. Orpheus, age 32, resides at 33-38 Parsons 
Boulevard, Flushing, New York. Orpheus is currently em- 
ployed as a truck driver. 


3. Robert J. Rosan, age 42, resides at 420 East 72nd Street, 
New York, New York. Rosan is currently an attorney and 
formerly owner of R. J. Rosan & Co., Inc., a defunct bro- 
ker-dealer. 


10. Peter B. Rosenthal, age 35, resides at 4280 North 
Ocean Boulevard, Fort Lauderdale, Florida. Rosenthal is 
presently a real estate salesman and formerly an employee 
of Greenman & Co., a broker-dealer located in New York 
City. 


11. Barry M. Ross, age 26, resides at 1350 15th Street, Fort 
Lee, New Jersey. Ross is presently a trader at M. W. Wein & 
Co., Inc., a broker-dealer located in Jersey City, New Jersey. 


12. John J. Santiago a/k/a Sonny Santini, age 39, resides at 
329 Carroll Street, Brooklyn, New York. Santiago is unem- 
ployed. 


13. George C. Van Aken, age 35, resides at Mallard Drive, 
Huntington, New York. Van Aken was formerly a general 
partner of Baerwald & De Boer, a broker-dealer located in 
New York City. 


The defendants were charged with mail fraud, conspiracy to 
violate and substantive violations of the anti-fraud provisions 
of the federal securities laws involving a scheme to artificially 
inflate the price of the common stock of Elinvest, Inc. 
(“Elinvest’’) through manipulative transactions. As further 
part of the scheme, the defendants are charged with a plan 
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to facilitate the sale of their personal holdings of Elinvest 
stock by means of false statements, undisclosed bribes and 
threats of physical violence. Horvat and Ross were also 
charged with giving perjured testimony before a federal 
grand jury concerning the alleged scheme. Blitz was also 
charged with accepting compensation from a source other 
than regular salary or wages in the course of business as an 
underwriter or broker. 








The indictment alleged that the defendants, in various roles, 
caused Elinvest, a corporate shell, to acquire the assets of 
Leisure Time Marine Corp. (““LTMC”), a private corpora- 
tion, in exchange for three million Elinvest shares which 
were subsequently distributed to LTMC shareholders upon 
the liquidation of LTMC. The Elinvest shares were unre- 
gistered and were sold to the public, certain individuals and 
a mutual fund pursuant to fraudulent opinion letters of 
counsel. in addition, it was alleged that the sales were 
effected in a manner calculated to insure that the stock 
would not be traded in the public market, thereby decreas- 
ing supply, and, at the same time, creating a false appearance 
of increased demand which resulted in artificially high prices 
to the benefit of the defendants. 





The indictment was the culmination of an investigation con- 
ducted by the New York Joint Strike Force, the Securities 
and Exchange Commission and the United States Postal 
Service. 





—— aan 


Litigation Release No. 6484/August 20, 1974 


SEC v. CONTINENTAL LAND MANAGEMENT 
CORPORATION 
(S.D. Fla. Civil Action No. 74-525-Civ.-JLix) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice, and Michael J. Stewart, Associate Regional Administra- 
tor, Miami Branch Office of the Securities and Exchange | 
Commission, announced that on August 6, 1974 the Feder- 

al District Court for the Southern District of Florida dis- 
missed the Complaint with prejudice as to Lyle Meek, now 
ceceased and permanently enjoined by consent, Hartwell 
and Associates and Lane Hartwell. The Defendants, Hart- 

well and Associates and Lane Hartwell consented to the 
Court's order without admitting or denying the allegations 

of the Complaint which charged Hartwell and Associates 
and Lane Hartwell with violations of the registration provi- 
sions end anti-fraud provisions of the Federal Securities 
Laws in the offer and sale of the securities of Continental 
Land Management Corporation, Continental Land Develop- | 
ment Om, Inc. and Continental-Southeast Land Corpora- 
tion. Hartwell and Associates and Lane Hartwell were also ) 
charged wit violations of the broker-dealer registration 
provisions of the Federal Securities Laws. (For further 
information,see LR-6339.) 
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SEC v. PINEHURST MORTGAGE AND LOAN CORPORA- 
TION, et al. 


} (M.D. N.C.—C-74-248R) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice of the Securities and Exchange Commission, today an- 
nounced the filing of a complaint on August 14, 1974 in the 
United States District Court for the Middle District of North 
Carolina, at Greensboro, seeking a temporary restraining 
order and preliminary and permanent injunctions against 
Pinehurst Mortgage and Loan Corporation, Frederick N. 
Boswell, David Nichols and Merritt R. Clements, Jr., all of 
Southern Pines, North Carolina, and Howard Herndon, of 
Atlanta, Georgia, from further violations of the anti-fraud 
provisions of the federal securities laws, and a receiver for 
the corporate defendant. Chief Judge Honorable Eugene A. 
Gordon declined to entertain the Commission's application 
for a temporary restraining order and set its motions for 
appointment of a receiver and preliminary injunction down 
for hearing on September 4, 1974. 


The complaint alleges, among other things, that the defend- 
ants offered and sold Pinehurst Mortgage and Loan Corp. 
notes by means of sales literature containing false and mis- 
leading statements concerning its business, the nature of its 
investments, and the safety of the invested funds. The com- 
plaint further alleges that the defendants omitted to state, 
among other things, that the corporate defendant's liabilities 
exceeded its assets and that it had made substantial unse- 
cured advances to its officers. 





Litigation Release No. 6486/August 20, 1974 


SEC v. LAND DEVELOPMENT ASSOCIATES, INC., et al. 
(D. Md., Civil Action No. 74-880) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on August 14, 1974, the Commission filed a 
Complaint for Permanent Injunction in the U. S. District 
Court for the District of Maryland charging Land Develop- 
ment Associates, Inc. of Riverdale, Maryland, Land Develop- 
ment Associates of Baltimore, Inc. of Towson, Maryland, 
Kenneth H. Roberts of Brookville, Maryland, Thomas C. 
Munz of Rockville, Maryland and C. Dennis Webster of 
Cockysville, Maryland with violations of the securities regis- 
tration and anti-fraud provisions of the Securities Act of 
1933 and the broker-dealer registration and anti-fraud provi- 
sions of the Securities Exchange Act of 1934. 


The Commission alleged in its complaint that the defendants 
have been, since December 1971, offering for sale and selling 
securities, namely investment contracts, certificates of inter- 
est Or participations in profit-sharing agreements and instru- 
ments commonly known as securities in the form of interests 
in limited partnerships involving real property when no regis- 
tration statement had been filed or was in effect with respect 
to such securities and while defendants were not registered 

as brokers or dealers with the Commission. 


Contemporaneously with the filing of this action, the defend- 
ants consented to the entry of a final judgment of permanent 
injunction without admitting or denying the allegations con- 


tain therein. Pursuant to such consent, the Honorable Judge 
C. Stanley Blair, U.S. District Court Judge for the District of 
Maryland entered a Final Judgment permanently enjoining 
the defendants from further violations of the previously men- 
tioned provisions of the federal securities laws. 





Litigation Release No. 6487/August 21, 1974 
SEC v. Rosenberg 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission and the 
Division of Enforcement of the Securities Exchange Commis- 
sion announced today the filing of a complaint in the U. S. 
District Court for the Southern District of New York charg- 
ing Ira S. Rosenberg, an attorney, with and seeking a pre- 
liminary and permanent injunction against further violations 
of Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder (anti-fraud provisions). Rosenberg is 
charged with purchasing the stock of Barbara Lynn Stores, 
Inc. (“Barbara Lynn”) while in possession of and without 
prior disclosure of material, non-public information concern- 
ing a proposed merger. Rosenberg is resident counsel and an 
assistant secretary of Barbara Lynn. 


The complaint alleges that in mid-May, 1974 the manage- 
ment of Barbara Lynn agreed upon a plan to merge Barbara 
Lynn into a new corporation to be owned by certain current 
officers and directors of Barbara Lynn and to buy at a pre- 
mium all of the outstanding shares of Barbara Lynn. Rosen- 
berg learned of the proposed merger plan on or about July 
3, 1974 in the course of his duties as resident counsel and 
thereafter, purchased 3,300 shares of Barbara Lynn during 
the two weeks prior to public release of the news of the 
proposed merger, according to the complaint. 


The Commission commenced its inquiry in this matter on 
the basis of information prepared for it by officials of the 
American Stock Exchange, whose prompt surveillance of 
the trading market in Barbara Lynn stock provided the 
groundwork for this action. 





Litigation Release No. 6488/August 21, 1974 


SEC v. SORG PRINTING COMPANY, INC., et al. 
(USDC, SDNY Civil Action No. 74-3634) 


The Securities and Exchange Commission announced the fil- 
ing of a complaint in the United States District Court for the 
Southern District of New York on August 21, 1974, naming 
Sorg Printing Company, Inc., a New York financial printer, 
and three of its employees, Nunzio Meringolo, Irving Kramer 
and Meyer Saroff, for violations of the anti-fraud provisions 
[Section 10(b)] of the Securities Exchange Act of 1934. The 
complaint states that the defendants misused material non- 
public information coming to them through tender offer 
materials being printed by Sorg. Certain of the defendants 
were alleged, among other things, to have failed to adequate- 
ly safeguard such information, and other defendants were 
alleged, among other things, to have traded in the securities 
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of the potential target company of the tender offers being 
printed without disclosing the non-public information in 
their possession, including the fact that a tender offer for 
the securities of the target was being considered. Such vio- 
lative conduct allegedly occurred in at least seven of the ten 
tender offer jobs printed by Sorg since October 30, 1973. 


The Commission’s complaint seeks injunctive relief against 
all four defendants and further asks that the Court issue an 
order directing defendant Sorg to implement an effective 
system which could be reasonably expected to detect and 
prevent abuse of material non-public information by Sorg 
and its employees. 





Litigation Release No. 6489/August 22, 1974 


SEC v. ROYAL AIRLINE, INC., et al. 
(S.D. Calif., Civil Action File No. 74-202N) 


Robert H. Davenport, Administrator cf the Denver Region- 
al Office of the Securities and Exchange Commission an- 
nounced that on August 12, 1974, the Honorable Leland 
C. Neilsen, Judge of the United States District Court in San 
Diego, signed a consent judgment of permanent injunction 
against Stephen B. Walker of Van Nuys, California from 
violating the registration and anti-fraud provisions of the 
Securities Act of 1933 and the anti-fraud provisions of the 
Securities Exchange Act of 1934 in the offer and sale of 
securities of Royal Airline, Inc. or the securities of any 
other issuer. 





Litigation Release No. 6490/August 22, 1974 
SEC v. GLOBUS, et al. 


The Commission announced that on August 21, 1974 the 
Honorable C. Stanely Blair, U. S. District Court for the Dis- 
trict of Maryland, entered a default judgment permanently 
enjoining Globus Anlage-Vermittlungesellschaft MBH, Hans- 
Wolf Piper and Monika Knippel from further violations of 
the registration and anti-fraud provisions of the Securities 
Act and the Securities Exchange Act, in connection with 
the offer, purchase, or sale of securities issued by Globus 
or any other securities. 


In its complaint filed February 4, 1974, the Commission 
alleged that Globus, a German corporation, together with 
its officers, Hans-Wolf Piper and Monika Knippel, have 
engaged in a mail order solicitation of investments from 
U. S. investors by placing advertisements in major United 
States newspapers for the undisclosed, but later claimed 
purpose of investing in European “eros” or sex centers for 
prostitutes located in Switzerland, Belgium, Italy and 
Holland. 


The complaint further alleged that the defendants have 
made numerous untrue statements of material facts and 
omissions to state material facts concerning, among other 
things: (a) the nature of the investment Globus will make 
to enable payment of the extraordinary rate of interest of 
10% per month; and its ability and intention to pay such 
interest; (b) the risk involved in making an investment in 
this unusual type of business; (c) the tax free character of 
an investment in Globus; (d) the business history and fi- 
nancial condition of Globus, and the identity, experience 
and compensation of management of Globus, and (3) the 
investment being insured by Lloyd’s of London. 
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